1-Introduction
This study looks at the transition to IAS/IFRS by European firms and, in particular, the impact of the adoption of IAS 38 and IFRS 3 on the quality of financial information on intangibles. The IAS/IFRS, mandatory for European listed companies since 1st January 2005, aimed to standardize the information provided, making it more relevant and reflecting the situation regarding a firm's financial assets more clearly than the local standards previously used [1] .
1 This aim was also emphasized by the European Commission [2] . 2 Based on studies of Swiss, German and Austrian firms which adopted these standards in advance of the new law (Dumontier and Raffournier, 1998; Gray and Street, 2002; Moya and Oliveras, 2006) , some researchers have also suggested that they improve the informative content of accounting data (Schipper, 2005; Barth et al., 2006) . But recent studies have shown the difficulty of forecasting the impact that changing certain accounting rules will have on the quality of financial data, due to the fact that the latter is influenced by several complex institutional factors (Ball et al., 2003) . Accounting regulations exist within a mosaic of other institutional rules. Changing one element of this mosaic is not always the best solution when the other elements remain invariable (Hope et al., 2006; Ding et al., 2008) . Until now, studies conducted in Europe to identify the impact of IAS/IFRS have focused on firms that adopted IAS in advance, before it became mandatory in 2005, mainly because this data was already available (Cuijpers and Buijink, 2005) . Given their predominance, German firms have been studied most frequently. In effect, they began adopting these standards voluntarily in the 1990s, and by 2001, they represented 64% of firms using them in Europe (Renders and Gaeremynck, 2005, Tarca, 2004) . Another interesting factor was that the German GAAP are stakeholder-focused and advocate a more prudent approach to financial reporting, unlike IAS. The differences in the principles between these standards therefore increased the significance of empirical studies. However, the conclusions reached by the different studies are mitigated. In particular, the most recent results by Hung and Subramanyam (2007) , contradict those of Bartov et al. (2005) . Hung and Subramanyam (2007) who compared the German financial results from GAAP and IAS reports of the same year, indicated that IAS adoption increased the net income and book value of equity, on the one hand, and that book value (net income), has a greater (lesser), valuation role under IAS than under German GAAP, on the other. In particular, asset revaluation and fair value reporting under IAS boost the value of property, inventory, receivables, financial instruments and intangibles. On the other hand, Bartov et al. (2005) found the yield and the result more relevant under IAS. An explanation for this divergence may be due to the samples used. While Hung and Subramanyam (2007) limited the study to the year that the firms changed standards, Bartov et al. (2005) used a larger sample that included all the firms listed on the German market between 1990 and 2000.
More recently, Gjerde et al. (2008) , found little evidence of increased valuerelevance of accounting figures on the Oslo Stock Exchange in Norway after IAS/IFRS adoption. On the other hand, Horton and Serafeim (2009) report results in the opposite direction in the UK, namely, the value relevance of earnings increases post-IFRS, but they find no evidence that IFRS improves the value relevance of book value of equity. Devalle et al. (2010) examine whether the value relevance of accounting information increased following the introduction of IFRS for listed companies in five EU countries (Germany, Spain, France, the UK and Italy) for the period starting in 2002. For all companies in their sample, they report an increase in the value relevance of earnings and a decrease in the value relevance of book value of equity. Thus, many questions remain unanswered about the real impact of IFRS on accounting figures, particularly with respect to intangible assets which determine both the performance and the valuation of companies. Moreover, the small size of the samples investigated in these studies that generally cover one national market [3] 3 limits the scope of their conclusions. In this study, we first look at the impact of the transition to IFRS on net income, equity capital and different sorts of intangible assets from a sample of 1855 European firms listed, and we then analyze the impact of these standards on the share price and returns of the firms concerned. Accounting data are expressed under Local GAAP from 2002 and under IFRS from 2005 , across the whole of our sample. The impact of IAS 38 on intangibles appears more pronounced on this extended sample, even if there are divergences depending on the country. During the changeover to IFRS, goodwill (GW) and other intangible assets (INT) increased on average by over 21% across the whole European sample. Thus, most of the firms carried out an additional intangible assets readjustment in order to comply with IAS 38 and IFRS 3.
Test results suggest that the book value of other intangible assets of the European listed firms is higher under IFRS than Local GAAP and has more informative value in terms of explaining the price of the share and stock market returns. On the other hand, European investors consider the financial information conveyed by capitalized goodwill to be less relevant with IFRS than with Local GAAP. Therefore, identified intangible assets capitalized on European firms' balance sheets provide more value-relevant information for shareholders than unidentified intangible assets which have been transferred into goodwill, with the exception of Italian and Finnish investors. So, the results show that low national differences persist despite the use of common accounting standards. These findings highlight the fact that most investors have fully understood the advantage of capitalizing intangible assets with IFRS, rather than recording them as expenditures, which is a principle of the US GAAP system. Therefore, American listed firms should not be apprehensive of the reaction of stakeholders regarding the future adoption of IFRS beginning in 2014, in place and stead of US GAAP.
The contribution of this study is threefold:  First, it examines the changes in the value of accounting data resulting from mandatory switching to IFRS on a 6 years period, from period in Local GAAP and 2005 .  Second, we analyze the changes in the value relevance of goodwill and other intangible assets on a large sample of European listed firms (the 10 major EU member states) with a comparison country by country.  Third, we show that some national differences persist after the adoption of common accounting standards. Legal and regulatory country characteristics as well as market forces could still have a significant impact on the value relevance of accounting data The reminder of the paper is organized as follows. The next section discusses prior research on the information content of intangibles. Our research hypotheses concerning the issues involved when first applying the standards are set out in Section 3. In section 4, we test our empirical models on a sample of 1855 listed European firms. Section 5 concludes with suggestions for further research.
2-Information content of intangibles
Over the last three decades, researchers have attempted to show that intangible investments contribute to a company's future performance and that they should therefore be considered as assets, necessitating some information content. Most studies focus either on R&D expenditure or on goodwill.
Recognition of Intangibles
Significant differences between countries were observed in the treatment of intangible assets that could seriously limit the comparability of financial statements before 2005 in an international context. Given the diversity of choices and conditions of financial reporting of intangible investments offered by the different accounting systems, it was unclear as to whether intangibles should be capitalized or expensed. It is therefore interesting to study the points of convergence and divergence between Local GAAP and IFRS. In their study, Stolowy and Casavan-Jeny (2001) show that all the countries and the IASB recognize purchased intangibles. So, when there is a reference to the market, the question of recognition is no longer an issue. However, this is not true for the recognition of internally generated intangibles. In Austria and Germany, a firm cannot recognize them as assets under any circumstances. Neither the Local GAAP of the 17 countries (15 European countries, Switzerland and USA) nor the IFRS recognize internally generated goodwill. 14 of the 17 countries and the IASB allow recognition of other internally generated intangible assets [4] 4 , borne by the firm. In the international system of reference, intangible assets are governed by IAS 38 [5] 5 and IFRS 3 in the event of a business combination. The IAS 38 defines an intangible asset as "an identifiable non monetary asset without physical substance. An asset is identifiable as an intangible asset when it is separable [6] , 6 or if it arises from a contractual or other legal right, regardless of whether these rights are transferable or separable from the entity or from other rights and obligations" (IAS 38, § 12) . It imposes the reporting of all intangible expenditure as intangible assets if, and only if, (IAS 38, § 22) :
(a), it is probable that future economic benefits attributable to the asset will flow to the entity, (b), the cost of this asset can be measured reliably. An intangible expenditure must therefore be either expensed or capitalized. Optional treatments no longer exist. If an intangible expense results from a business combination and cannot be reported as an intangible asset, then it is incorporated into the amount attributed to goodwill on the date of acquisition. Thus, several intangible expenses (such as advertising, research costs, staff training costs, etc.), that provide companies with future economic benefits cannot be activated due to the restrictions on capitalization (characteristics which identify the asset and control procedures…), unless they are acquired as part of a business combination. After initial recognition, IAS 38 specifies that amortizable intangible assets must be depreciated over their useful lifespan with the amortization method reflecting the pattern of consumption of future economic benefits.
By comparison, some standard national accounting practices (e.g. UK, Spain, France) do not expand significantly on the criteria for capitalizing intangible items or their accounting treatment after their initial recognition. Generally speaking, they are treated on a case-by-case basis. Their method of reporting varies between expensing, optional capitalization and obligatory capitalization. For amortizable assets, the duration and the method of amortization are not strictly defined, and allow for a margin of discretion in how the accounting rules are applied. In the majority of cases, business combinations highlight a difference between the cost of acquisition and the acquirer's proportionate interest in the fair value [7] 7 of identifiable assets and liabilities at the date of taking control (Wong and Wong, 2001 ). Governed by IFRS 3, the accounting treatment of goodwill is one of the most complex issues in accounting due to the difficulty in knowing how best to identify and measure it. Indeed, goodwill is an asset which, in practice, encompasses factors that do not possess the essential characteristics of an asset (Johnson and Kimberley, 1998) , such as overvaluing the company purchased. On the other hand, goodwill generated in-house is not capitalized due to the fact that costs incurred during its creation are not, in practice, identifiable from regular expenses or those which are needed to maintain its value. This creates a distortion in the comparability of companies which have different growth methods. The accounting treatment of goodwill that has been acquired after its initial recognition complicates the situation yet further. The majority of national GAAP systems consider that it should be amortized, whereas IFRS recommends carrying out impairment tests.
Amortization allows companies to both apportion the cost of purchasing the goodwill over its useful lifespan (reflecting consumption of future economic benefits), and to make its value progressively disappear from the balance sheet. This results in a value which is identical to that of internally generated goodwill. However, the amortization of goodwill entails, in particular:
 A systematic depreciation of goodwill as well as a finite lifespan.  A book value for goodwill which has no relation to the economic value of the company (Jennings et al., 1996) ,  Goodwill depreciation, which does not really represent the loss of value of the latter (Henning et al., 2000) . Non-amortization of goodwill avoids these problems, but impairment testing obliges managers to make choices about numerous parameters that create possible sources of manipulation. Finally, having considered the difficulties encountered when trying to define or assess intangibles, the ability of IAS/IFRS to provide all stakeholders with the most relevant information about intangibles in general, and goodwill in particular, is open to question.
The impact of the change in standards on goodwill
The adoption of IFRS 3 and IAS 36 (for the depreciation tests), impacts on goodwill in two ways: possible re-evaluation, and the institution of depreciation tests instead of systematic amortization. The re-evaluation of goodwill (whether upwards or downwards), should impact on stock exchange profitability depending on its informative value. There are two conflicting positions in this regard. Hirschey, et al. (2002) maintains that the higher the value of goodwill, the lower the firms' stock market profitability. Jennings et al. (1996) and Vance (2006) , however, argue the contrary in the US context. Vance's (2006) most recent study supports the implicit assumption underlying the FASB 141 standard (published in 2001), according to which goodwill is a rent-generating asset, even though disparities may arise depending on the line of business. Moreover, in 84% of cases, companies with strong goodwill generate higher rent on total assets than companies without goodwill. Finally, the study by CazavanJeny (2004) , reached similar conclusions in a French context, identifying a positive relationship between goodwill and book-to-market ratio. Thus, the link between goodwill and the stock market valuation of firms reflects the inclusion of this accounting information in stock prices, even if the portrayal of future cash flow is not always perfect. With regard to goodwill depreciation, USA-focused studies dominate as changes to reporting methods far precede those observed in Europe. For many authors, the impairment of goodwill (according to SFAS 142, which are consistent with IFRS 3 and IAS 36 in the IAS/IFRS), should provide better information than systematic amortization as the latter can underestimate loss of goodwill in real value (Vance, 2008) . He points out that not all companies that have implemented SFAS 142 depreciated their goodwill. In companies that did record a depreciation of their goodwill, this was higher than the amortization that they had previously used. Recent studies by Henning et al. (2000) , Hirschey and Richardson (2002) , Duangploy et al. (2005) , and Schultze (2005), also show the relevance of impairment tests on capitalized goodwill when it is not amortized. The use of impairment tests enables goodwill paid without consideration to be written off as a loss. Thus, equity capital and the income statement respectively convey better information on the value of the company and its fluctuating value. Similarly, if a company announces the depreciation of its goodwill, this will result in a fall in its trading price as investors interpret it as negative information about the future economic benefits that this asset was supposed to bring.
However, the implementation of these impairment tests does have limitations. Indeed, it obliges corporate executives to make discretionary choices such as the rate of discounting, the evaluation of future cash flows, etc. (Massoud and Raiborn, 2003) . In particular, it allows 'revaluation reserves' to be produced against reporting loss of value to acquired goodwill. These reserves enable the capitalization of internally generated goodwill up to the level of initially recognized goodwill. Inversely, the tests can be used for big bath accounting following a strategic error or a change of management (Sevin and Schroeder, 2005) . To summarize, these studies indicate that, overall, IAS 38 and IFRS 3 have increased the information content of intangibles, despite substantial sectorial and geographic differences. It is therefore important to see whether their information content is more value-relevant in the European context given the contrasting results observed for these countries.
3-Hypotheses and data collection

Hypotheses
The conditions for entering intangible items under assets on the balance as defined by the IAS 38 standard are stricter than those under French GAAP, in particular regulation 99-02 [8] . 8 The IAS 38 standard dictates that an intangible asset must be identifiable to clearly distinguish it from goodwill, as well as defining its future economic benefits [9] . These more restrictive conditions for capitalization as defined by this international standard should, on the one hand, incite companies who adopt them to minimize the intangible assets on the balance sheet and on another hand, generate a shift of unidentifiable intangible items towards goodwill. According to these authors, some intangible assets such as market shares and business assets are listed as goodwill insofar as they do not match the criteria for separate capitalization required by the international frame of reference. Consequently, measuring goodwill from an accounting standpoint would not only reflect standard notions of goodwill, but also a set of heterogeneous elements that cannot be considered separately and are viewed as intangible, such as 7 those identified by Cros and Sabah (2008) [10], 10 notably synergies, staff, their knowhow and the firm's ability to pursue a long-term business strategy. These considerations lead us to formulate the following hypotheses:
Hypothesis 1a: IAS 38 incites companies to minimize intangible assets, other than goodwill, on their balance sheet.
Hypothesis 1b: The transition to IFRS increases goodwill under the combined effect of IFRS 3 and IAS 38. In particular, IAS 38 prompts companies to include unidentifiable intangible elements as goodwill.
Hypothesis 1c: The transition to IFRS has not resulted in a significant variation in the overall amount of intangible assets (effect of substitution between goodwill and other intangible assets) [11]. 11 Moreover, data on intangible assets is often used by investors and financial analysts as forecast indicators of a firm's value and performance. Therefore, the financial statements under IAS/IFRS present detailed information about all the intangible expenditure capitalized or expensed in the footnotes, unlike those under French GAAP. Moreover, the exclusion of optional treatments and of derogation methods in the IAS/IFRS system of reference should not only reduce the risks of manipulative accounting practices but, by increasing the transparency and comparability of financial data between firms, should make such behavior more easily detectable. This should reduce information asymmetry between corporate executives and investors, consequently relieve the problem of undervaluing R&D-intensive companies, and thus increase the correlation between a company's accounting and stock market data.
Hypothesis 2a: Detailed data on the informational content regarding intangible assets under IFRS is more pertinent than more general information. In other words, dissociating goodwill from other intangible elements will convey more meaningful information under IFRS than an aggregate amount of intangible assets.
However, some researchers have suggested that international standards offer a wide margin of discretion which allows corporate executives to appreciate capitalizable intangible expenditure, and define the useful life of intangible assets in order to carry out goodwill impairment tests. This discretion makes it easier for corporate executives to 'manage' the profit and loss statement (Stolowy and Breton, 2004; Cazavan-Jeny and Jeanjean, 2006) . It should be noted that managerial latitude has not been curtailed, at least for intangibles, under French GAAP. Firstly, optional treatment for several intangible costs offers corporate executives the choice as to whether or not to capitalize the expenditure. Secondly, in choosing capitalization, they can manipulate the amount to capitalize. In particular, the propensity to capitalize R&D expenditure is higher for companies with low profitability. Finally, the amortization expense can also be manipulated by under-estimating or over-estimating the useful life of assets, as French GAAP gives no guidelines for determining the length of amortization of R&D expenditure capitalized. It only stipulates a maximum delay of 5 years. Moreover, the restrictive conditions for capitalization specified under IAS/IFRS create a certain discrepancy in the treatment of some expenses (such as brands, market share and research costs), if they have been acquired or have been produced internally. Thus, companies which are experiencing internal growth must expense these costs, and their accounting data becomes less value-relevant in comparison to companies which are growing through mergers and acquisition operations. This situation does little to improve the transparency and comparability of financial data. Despite these different 8 contrary effects, we anticipate that the changes brought about by IAS/IFRS will improve the information content of intangible assets.
Hypothesis 2b: Goodwill and other intangible items under IFRS are positively associated with trading prices.
Hypothesis 2c: Goodwill and other intangible items under IFRS are positively associated with higher returns.
Data collection and selection of sample group
Our sample consists of publicly traded European firms in a six-year period, from 2002 to 2007. The accounting data in Local GAAP and IFRS as well as the stock market information were extracted from the FACTSET database. As regards the matter of reliability of the information obtained, only the European firms which published their consolidated accounts without interruption from 2002 to 2007 and which were listed on the stock market without interruption during this period were retained in the sample [12] .
12 Our sample includes ten European countries where early adoption of IFRS was not allowed. For this reason, we do not take countries such as Germany, Switzerland and Austria which already applied IFRS into account. Since 1998, German and Austrian accounting rules have permitted companies listed on the Anglo-Saxon stock markets to apply IAS or US GAAP [13] 13 only (Bessieux-Ollier, 2006, and Mazars, 2005) . This authorization was also extended to Swiss companies in 1994 (Dumontier and Raffournier, 1998) . Table I shows the distribution of the sample of 1855 firms, with breakdown by country. British firms represent 40.81% of our sample, followed by French (23.29%), Swedish (9.54%), Italian (6.58%), and Finnish (5.39%), firms. Less than 15% of the sample consists of firms from the remaining five countries (Spain, Norway, Belgium, Luxembourg and Ireland).
Methodology and results
Univariate tests
Before testing our research hypothesis 2 to determine the degree of relevance of accounting data under IAS/IFRS, it is essential to study eventual changes to the value of this data, expressed under Local GAAP from 2002 to and under IFRS from 2005 , 14 across the whole of our sample (hypotheses 1a, b and c). The descriptive analysis and the univariate results for all of the firms included in the study are indicated in table II and table III. The adoption of IAS/IFRS for drawing up financial statements has led to real changes in the value of accounting data. Over the whole sample, the net income (NI), has increased on average by -7.98% of total assets using Local GAAP [15] 15 and 0.417% of total assets using IFRS (the median rising from 2.38% to 4.21%). This 9.5% rise is statistically significant. The breakdown of the data by country, presented in table III, highlights the rise of over 79% in Net Income for the UK and Belgium, and over 100% for France, Sweden, Italy, Finland and Norway. The impact of IAS 38 on intangibles appears more pronounced in the overall sample, even though divergences may be observed between countries.
In fact, total intangible assets [16] 16 (INTTOT), increased by an average of almost 23% during the transition to the new accounting standards. More specifically [17] , 17 goodwill (GW), increased from 10.67% to 13.18% of total assets (the median increased from 3.44% to 6.07%), in other words a difference of 23.6%, which is statistically significant. As indicated in table III, the difference is over 25% for Sweden, Italy and Finland, over 65% for Spain and Norway, but less than 20% for France and the UK. At the same time, the average of other intangible assets (INT) rose from 4.44% to 5.41% of total assets (the median from 0.29% to 0.98%). This 21.79% increase for the sample overall is also statistically significant. The data breakdown by country indicates that the increase in other intangible assets is 31.01% for the UK, 84.35% for Finland, and over 100% for Sweden and Norway. On the other hand, these other intangible assets decrease for France, Italy, Spain and Ireland, but this difference is not statistically significant.
According An initial interpretation of these results suggests that companies transferred nonseparable intangible assets towards goodwill, particularly in 2005, and also that there was an additional revaluation of goodwill and other intangible assets, in accordance with IFRS 3 and IAS 38. Under the more restrictive IFRS reporting conditions, intangible assets should no longer include unidentifiable intangibles. Only separable assets can be qualified as intangible items. Thus, in this initial analysis of the results, the book values of intangible assets which are not individualized appear to have been integrated into goodwill. We specify that when applying the revised IRFS 3 and IAS 38 standards, goodwill and intangible assets with an indefinite useful life also undergo a supplementary revaluation because of the suppression of obligatory amortization which applied to them.
This supplementary revaluation of goodwill and other intangible assets justifies an average rise of 23% in total intangible assets (INTTOT), in our sample and confirms our hypotheses 1b and 1c, but disproves hypothesis 1a. In addition to noting the revaluation of intangible assets and goodwill, it is important to understand how investors perceive this practice: what impact does such a revalorization have on the firm's share price and returns? Under international standards, the accounting measurement of goodwill reflects not only the value of first consolidation spread, but also the value of unidentified intangible assets in a more consistent way. Do investors see it as providing them with more value-relevant information? A multivariate analysis can be used to test hypothesis 2 and put forward some answers.
Multivariate tests 4.2.1 Association between intangibles and share prices
To establish the relevance of accounting information on intangibles by examining their impact on the financial market, we adopted a first model, frequently used in empirical research, which studies the relationship between the price of securities (P), and the book value of equity capital per ordinary share and the net income per share (NIPS) [20] . 20 The book value of equity capital is broken down into book value per adjusted share of capitalized intangible assets (SHEAJPS), and into book value per action of total intangible assets (INTTOTPS). Moreover, to isolate the relevance of the book value of goodwill and other intangibles, the book value per share of total intangible assets (INTTOTPS), is broken down into book value per goodwill share (GWPS), and into book value per share of other intangibles (INTPS). Firms whose total intangible assets is higher than the average of the sample [21] 21 are regarded as having a high density of total intangible assets (HDTI). Models (1), and (2), are as follows:
= the share price for firm i 4 months after fiscal year-end t.
NIPS t i,
= the net income per share for firm i at time t.
SHEAJPS t i,
= the book value of shareholders' equity per share, adjusted for total intangible assets, for firm i at time t.
INTTOT t i,
= the book value of total intangible assets per share for firm i at time t.
GWPS t i,
= the book value of goodwill per share for firm i at time t. = high density of total intangible assets for firm i at time t : dummy variable equal to 1 if firm i has total intangible assets above the average of the sample (average = 15.11% in Local GAAP and 18.59% in IFRS across the whole European sample as shown in Table II) , and 0 otherwise.
Information on the book value of goodwill and other intangibles is available only when the financial statements have been published, in other words three months after the end date of the fiscal period. Like Aboody and Lev (1998) , we consider that the dependant variable will be the share price three months after the end date of the fiscal period.
For our multivariate analysis, the data has to be available for period t of the three last financial statements under Local GAAP (years 2002-2003-2004) , as well as the three last financial statements under IFRS (2005-2006-2007) . In addition, the share price has to be available four months after each fiscal year-end. In order to obtain data that complies with the model in question, a preliminary study of standardized residual [22] 22 enabled us to extirpate 137 observations for which the residual more than tripled the estimated standard deviation for the random variable in absolute value. These constraints reduce the number of observations to 5428 in Model (1) and Model (2) under Local GAAP (2002-2004 period) , and to 5428 in Model (1) and Model (2) under IFRS (2005-2007 period) . This assessment model has the advantage of using the accounting data as an approximation of the discounted future cash flow hoped for by investors and of the firm's market value. Models (1) and (2) will be subjected to two regressions: firstly with the accounting data using Local GAAP from 2002 to 2004, and secondly with the accounting data using IFRS from 2005 to 2007. According to hypothesis 2b, valuing goodwill and other intangibles under the new accounting standards should facilitate the forecasting of the price of securities. If the overall quality of the model with accounting data using IFRS, measured by the R², is better than the same model with accounting data using Local GAAP, hypothesis 2b will be validated. The coefficient associated with INTPS should be positive if the amount of intangible items capitalized using IFRS has a higher predictive value for investors. The coefficient associated with GWPS would also be positive if investors perceive that, under IFRS, goodwill can integrate unidentifiable intangibles which have future economic benefits [23] . 23 On the contrary, it would not be significant if they perceive these unidentifiable intangible items as a source of information which has little relevance. (1) and (2) The statistical results of the linear regressions of models (1) and (2) are presented in table IV for the sample of all the European organizations and by country (Great Britain, France, Sweden, Italy and Finland). The quality of the adjustment and the overall significance of the model using IFRS are higher than that of the model using Local GAAP (adjusted R 2 is 74.5% in Local GAAP and 81.6% in IFRS). Thus, a F-test of the difference in R 2 between the first and second models is statistically significant, so the model using IFRS is more explanatory than the model using Local GAAP. Moreover, across all models the statistical significance of the Chow test indicates that changing accounting standards significantly affects the value relevance of accounting values [24] . Notes: *, ** and *** represent significance at 10%, 5% and 1% levels respectively. All data were collected from the FACTSET database. Two regression models with P i,t as the dependent variable. P i,t is the share price for firm i, 4 months after fiscal year-end t. The sample consists of listed European firms that adopted Local GAAP in the 2002-2004 period and IFRS in the 2005-2007 period. NIPS i,t is the net income per share for firm i at time t. SHEAJPS i,t is the shareholders equity per share, adjusted of total intangible assets, for firm i at time t. INTTOTPS i,t are total intangible assets per share for firm i at time t. GWPS i,t is the goodwill per share for firm i at time t. INTPS i,t are other intangible assets per share for firm i at time t. HDTI i,t is the high density in total intangible assets for firm i at time t. N is number of firm-years.
Results of models
The results of the model show the existence of a positive and significant relationship at the threshold of 1% between goodwill per share and the price of the share, both in Local GAAP and IFRS. Thus, the financial information conveyed by capitalized goodwill appears to be as relevant using IFRS as with Local GAAP. Indeed, the coefficient associated with GWPS is positive and statistically significant under both accounting standards, although the value of the coefficient is lower for IFRS. Even if unidentifiable intangible items are lost within the heterogeneous whole which makes up goodwill, the accounting measurement of the latter under international standards is no longer a relevant source of information for investors. When valued according to international standards, other intangible assets provide investors with more valuerelevant information.
The coefficient associated with INTPS is positive and significant but the value of that same coefficient is greater for IFRS (1.140), than with the national accounting norms (0.795). We find a statistical difference (at the 0.01 level), between the two coefficients [25] .
25 Therefore, identified intangible assets capitalized on the European firms' balance sheets provide more value-relevant information for shareholders than unidentified intangible assets that have been transferred into goodwill. These results confirm hypothesis 2b. We should also point out that European shareholders consider the informational content of total intangible assets (INTTOTPS), as being valuerelevant, without making a distinction between goodwill and other intangible items. The coefficient associated with INTTOTPS is positive and significant (p>0.01), regardless of the primary accounting basis. Hypothesis 2a is disproved as the explanatory power of the models (1) and (2) is the same when intangible assets are dissociated and when the total amount of intangibles is considered.
According to d'Arcy (2001), the distance of local GAAPs to IFRS varies significantly across European countries. The distance between local GAAP and IFRS is smaller for some countries and larger for others. For this reason, we repeat the analysis by estimating the model per country which presents more than 300 observations: Great Britain, France, Sweden, Italy and Finland. However, since the variable HDTI is not statistically significant on the whole European sample, it will not be taken into account in the analysis country by country.
Consistent with prior studies (Basu and Waymire, 2008; Stark, 2008; Wyatt, 2008 and Oswald, and Zarowin, 2007) , British and French investors consider the financial information conveyed by the capitalized goodwill less relevant with IFRS than with Local GAAP. With IFRS, the coefficient of goodwill is both positive and significant (1.224 and 0.539 for the UK and France, respectively), but is substantially lower for other intangible assets (2.790 and 1.636 for the UK and France, respectively),. In Sweden, regardless of the primary basis of accounting, intangible assets other than goodwill are considered to be a more reliable information source. Conversely, Italian investors are of the opinion that goodwill conveys more pertinent information than other intangibles. Lourenço and Curto (2008) report similar results. Unexpectedly, the informational value of goodwill is markedly elevated for Finnish investors, but the latter do not regard identifiable intangibles as drivers of value for the company (low coefficients), either with IFRS or Local GAAP. To conclude, the adoption of IAS 38 in Sweden, Italy and Finland failed to have an impact on the way investors view the information provided by goodwill and other intangible assets. The results show that small country differences persist despite the use of common accounting standards and confirm the pessimism of authors about the possibility that a common set of accounting standards can lead to similar effects in all countries that apply them (Ball et al.,2003; Soderstrom and Sun, 2007; Bradshaw and Miller, 2008) . Legal and regulatory country characteristics as well as market forces could still have a significant impact on the value relevance of accounting data (Ball, 2006; Holthausen, 2009) .
Association between intangibles and stock returns
In the continuity of this research and to confirm the robustness of our results, as Easton (1999) , suggests, we tested a second model which linked the stock returns (R), to the variations of book value of unidentifiable intangibles by share (INTPS), and of goodwill by share (GWPS), in addition to those of Net Income per share (NIPS), and adjusted equity capital per share (SHEAJPS). Firms whose total intangible assets is higher than the average of the sample [26] 26 are regarded as having a high density of total intangible assets (HDTI). Models (3), and (4), are as follows:
= the rent for firm i 4 months after fiscal year-end t.
where P i,t is the share price for firm i 4 months after fiscal year-end t. = high density of total intangible assets for firm i at time t : dummy variable equal to 1 if firm i has total intangible assets above the average of the sample (average = 15.11% in Local GAAP and 18.59% in IFRS across the whole European sample as shown in Table II 
Results of models (3) and (4)
The results of models (3) and (4) Notes: *, ** and *** represent significance at 10%, 5% and 1% levels respectively. All data were collected from the FACTSET database. Two regression models with R i,t as the dependent variable. R i,t is return for firm i, 4 months after fiscal year-end t. The sample consists of listed European firms that adopted Local GAAP in the period and IFRS in the 2005 period. NIPS i,t is the variation of the net income per share for firm i at time t. SHEAJPS i,t is the variation of the shareholders equity per share, adjusted of total intangible assets, for firm i at time t. INTTOTPS i,t are the variation of total intangible assets per share for firm i at time t. GWPS i,t is the variation of the goodwill per share for firm i at time t. INTPS i,t is the variation of other intangible assets per share for firm i at time t. HDTI i,t is the high density in total intangible assets for firm i at time t. N is number of firm-years.
The improvement in the book value of other intangible assets under international standards has informative value for explaining stock market returns. European investors thus perceive identifiable intangibles as a source of value for the firm. The coefficient associated with INTPS is positive and significant (p<0.01), but the value of that same coefficient is greater for IFRS (0.065), than with the national accounting standard (0.026). We find a statistical difference (at the 0.05 level), between the two coefficients [28] . On the other hand, these same investors consider the financial information conveyed by capitalized goodwill to be less relevant with IFRS than with Local GAAP. The overall quality of the model using IFRS is greater than that of the model using Local GAAP (the adjusted R-squared increases from 6.8% to 19.2%) for all European companies and the statistical significance of the Chow test indicates that changing accounting standards significantly affects the value relevance of accounting values. Considering the results of table V, the low inflation factors of the variance (VIF<2.5), associated with low standard deviations from estimates of parameters indicates an absence of problems of colinearity [29] .
28
For each European country, the accuracy of the model under IFRS is greater than that of Local GAAP. With respect to the way British, Swedish and French investors are concerned by the adoption of IAS 38 and IFRS 3, the results obtained using models (3) and (4) confirm that the information conveyed by other intangible assets is more relevant than goodwill when using international accounting standards. However, these investors don't share the same view as Italian and Finish investors concerning the reliability of accounting data on intangibles. So, the ability of IAS 38, IFRS3 and IAS 36 to impose a uniform quality of accounting information in a geographical area composed of countries with different legal and economic environments is not fully confirmed.
5-Conclusion
The purpose of this study was to analyze the degree of relevance of the accounting data conveyed by intangibles during the changeover to international standards, in particular that of goodwill and other intangible assets. The results suggest that the adoption of IAS/IFRS standards has indeed generated modifications in the value of accounting data for the 1855 European companies that make up our sample. Specifically, this paper find that :
-Numerous companies have reclassified as goodwill their intangible assets which no longer fit in with the definition given by IAS 38, but have also conducted an additional revaluation of intangible assets in order to comply with IAS 38 and IFRS 3. Empirical tests demonstrate the paramount reliability of the information conveyed by the accounting data of intangible assets when measured with IFRS for the majority of European investors in our sample, with the exception of Italian and Finnish investors, -Under IFRS, intangibles are more telling on stock exchange prices and yield than goodwill, owing to the tougher criteria for registering assets under the category of intangible assets (IAS 38). Consequently, investors appear to pay less attention to goodwill than to other intangible assets, which are perceived as rent-generating assets, except Italian and Finnish investors, -Low country differences persist despite the use of common accounting standards and Legal and regulatory country characteristics as well as market forces could still have a significant impact on the value relevance of accounting data.
